|00	ESSAYS ON ECONOMIC TRANSITION
growth can then become self-sustaining. The crucial period, there-
fore, is the years during which an economy grows from a low in-
vestment-economy to a high investment-economy.
The implications of this transition are usually explained along
these lines : the pre-industrial countries have low per capita in-
comes, the share of consumption in incomes is very high ; there-
fore savings are inevitably low. With such a low level of savings,
investment (equated with savings) also remains low ; and, it would
be idle to expect rapid growth from such a low level of investment.
The circle is thus nearly complete—start with low income, conclude
with the difficulty of raising it. This situation is referred to
as the ''vicious circle" of poverty and of course growth requires
breaking the circle at some point.
experience of india and china
Breaking this circle, however, is considered difficult since people
cannot be expected to save (and therefore invest) much, when
their initial income is so low. Thus, the problems of economic
growth are enclosed in a neat little logical box. The schematic
presentation also appeals to the puritan worship of savings (and
the allied notion of savings as some kind of abstinence from con-
sumption). In this way, the potential of economic growth is in-
dissolubly linked with the current capacity to save. It is suggested
that savings cannot be increased without lowering consumption.
These doctrines need to be examined in the light of the actual
experience of India and China.
The economic developments in India and China have been analy-
sed by Wilfred Malenbaum in a recent study, "India and China:
Contrasts in Development" in the American Economic Review,
June 1959. The growth of the major aggregates—such as the gross
national product (GNP), gross investment and consumption—
in both the countries for the period 1950 to 1958, taken from Malen-
baum's study, is summarized in Table 1. A number of
reservations can be made concerning Malenbaum's methodology,
but they are not such as to affect significantly the trend shown
by his estimates. Like all data on comparative national
accounts, the aggregative figures should be treated not as
precise estimates but only as broad indicators of magnitudes.

